“it fe, 
nih % 
newsletter: + 
e > 
U. S. Department of Housing and Urban Development %, | “lhl e 


Washington, D.C. 20410 (202) 755-5280 


"ease oo 
May 20, 1974 Vol. 5 No. 20 


Current Trends 


The F.W. Dodge Division of McGraw-Hill has reported that in March new construc- 
tion contracts totaled $7.9 billion. Outlays for construction activity for the same month was 
at the seasonally-adjusted rate of $133.6 billion. Residential building contracts in March were 
$3.37 billion. 


At the end of April. ..NMA had an available uncommitted authorization of $4.444 
billion. .. of its total $31.5 billion authorization. The Association’s outstanding debt at the 
end of April was $22.3 billion. 


The Federal Home Loan Bank Board reports market interest rates rose during March 
and early April under pressure from large credit demands. . . before receding slightly around 
mid-April. At their recent highs... short-term market rates were only 50-100 basis points 
below the cyclical peaks reached last autumn, and long-term bond yields were 25-50 basis 
points higher. Effective interest rates on conventional home mortgage loans closed for 
purchasing newly built single-family homes rose 2 basis points further to a new high. . . but 
average rates on loans for purchasing previously occuped homes dropped by 7 basis 
points. . . the first decline in rates on loans closed in a year. 


* 


President Acts To Improve Mortgage Situation 


On May 10... President Nixon announced a series of actions designed to improve the 
present mortgage situation by making available an additional $10.3 billion of mortgage 
money. This would be accomplished by providing: 


e An additional $3.3 billion of FHA/VA mortgage money at an interest rate of 8 
percent through an expansion of the existing GNMA Tandem Plan. The current extended 
Tandem Plan is providing up to $6.6 billion in assistance for over 200,000 new housing units 
at 7% percent. GNMA is authorized to extend the Tandem Plan up to $3.3 billion for 
additional FHA/VA mortgages at an interest rate of 8 percent, which is even lower in 
relation to today’s market rates than the 7% percent was in relation to financing the market 
in January. This will provide at least 100,000 new homes. 


e Up to $3 billion under a new mortgage commitment program for conventional 
mortgages at 8% percent... by initiating a new Federal Home Loan Bank Board mortgage 
commitment program. .. committing to buy up to $3 billion of conventional mortgages for 
over 100,000 units of new construction. This new initiative will be administered by the 
FHLBB System. . . using Treasury standby lending authority. 


e Up to $4 billion through below market rate advances to thrift institutions. The 
FHLBB System will make available a new program under which the System will make up to 
$4 billion of advances to thrift institutions at interest rates below the System’s current 
borrowing costs. 


e In addition... action was taken to raise to a competitive level the allowable 
mortgage rate on FHA/VA loans from 8% percent to 8% percent. The increase in the 
maximum allowable interest... the second within a month. .. was made necessary, Secretary 
Lynn said, by the continuing rise in market interest rates. “In the current money market 
situation,” he said, ‘“‘we had to increase the rate so that prospective homebuyers would 
continue to have FHA financing available as a mortgage money source. With the 82 percent 
maximum, the number of “points” payable has become intolerable. 





U.S. Chamber Elects 


Charles H. Smith, Jr., Cleveland industrialist, is the new chairman of the Board of 
Directors of the Chamber of Commerce of the U.S. for 1974-75. His election was announced 
at the Chamber’s 62nd Annual Meeting. 


Mr. Smith, who also is board chairman of SIFCO Industries, Inc., manufacturer of 
metallurgical products for industry, was elected to the l-year term under a revision of the 
organization’s officer structure. As board chairman, he becomes the principal elective officer 
of the world’s largest business federation. 


Arch Booth, under the officer restructure, becomes the 47th President. Formerly, the 
president was the chief elective officer. Mr. Booth will continue as chief of operations 
.. carrying out all administrative management responsibilities he has held as executive vice 
president since 1950. 


Clinton Morrison of Minneapolis will occupy a new position of vice chairman of the 
Board, another result of the officer restructure. Mr. Morrison is also vice chairman of the 
board and chairman of the trust committee of the First National Bank of Minneapolis. The 
retiring president, Edward B. Rust of Bloomington, Ill., becomes chairman of the executive 
committee. 


Six vice presidents representing the National Chamber’s geographical divisions round 
out the elective officers for 1974-75. The six business leaders are: J.D. Anderson, president, 
Guarantee Mutual Life Co., Omaha—Northwestern Division; Marion M. Fidlar, chairman and 
chief executive officer, Mountain Fuel Supply Co., Salt Lake City—Western Division; Daniel 
L. Goldy, president and director, International Systems & Controls Corp., Houston—South- 
western Division; Dr. David L. Grove, vice president and chief economist, IBM Corporation, 
Armonk, N.Y.—Northeastern Division; Herbert S. Richey, president and chief executive 
officer, The Valley Camp Coal Co., Cleveland—Northern Central Division; and Eugene B. 
Sydnor, Jr., president, Southern Department Stores, Richmond—Southeastern Division. 


* 
SMSAs Listed By Land Area and Density 


The Census Bureau has issued a special report... listing the Nation’s Standard 
Metropolitan Statistical Areas by land area and density of population. The largest in area is 
the Riverside-San Bernardino-Ontario, California SMSA ..which contains 27,293 square 
miles...an area larger than nine of the States...and larger than the combined area of 
Belgium and the Netherlands. By contrast...the smallest SMSA in area is Meriden, 
Connecticut. .. with 24 square miles. 


The most densely populated is the Jersey City SMSA...with 12,963 persons per 
square mile... and Reno, Nevada, is the most lightly populated area. . . 19 persons per square 
mile. Among the very large SMSAs...New York is the most densely populated... 7,206 
persons per square mile. . . followed by Boston with 2,351. 


« 
HUD’s Detroit Office Processes Largest Mortgage 


A $21 million mortgage... the largest ever processed by HUD’s Detroit Area 
Office... will provide funds for a major expansion and refinancing of the existing debt for 
Detroit’s Sinai Hospital. The closing was the result of nearly 3 years of negotiations among 
HUD, HEW, and the Michigan Department of Public Health. The loan was made possible 
through Section 242, Title II, of the National Housing Act...which authorizes HUD to 
insure mortgage loans for construction or rehabilitation of nonprofit hospital facilities and to 
supplement HEW guaranteed loans for the same purpose. 


Expansion of two major diagnostic departments. . . radiology and laboratory medicine 
... Will begin this Spring. Other projects include expansion of facilities for intensive care, 
cardiac diagnostic procedures, and respiratory care services. In all. . . six building projects are 
covered by the new funds. 





More Rural Housing Allocated 


At least 36,000 units of single-family housing outside metropolitan areas have been 
allocated by HUD and the Veterans Administration under the Tandem Plan of GNMA. These 
earmarked units will carry out President Nixon’s wishes expressed in his housing message of 
September 19, 1973. 


To be eligible under the Tandem Plan... mortgages must be for new construction, 
bear an interest rate of 7-%4 percent, and must not have been owner-occupied before 
application to GNMA has been made by the lender for a mortgage purchase commitment. 


According to the 1970 Census. ..99 percent of all the communities in the United 
States outside metropolitan areas have a population under 25,000. Approximately 28 million 
people live in these smaller communities. In general... these communities lag behind urban 
areas in adequacy of housing and related services. .. although more people are showing a 
desire to live in them. 


This special use of the GNMA Tandem Plan is only one way in which HUD, VA, and 
other Federal agencies are encouraging rural homebuilding. The Farmers Home Administra- 
tion of the Department of Agriculture is increasing its activity, and the Federal Home Loan 
Bank Board...by permitting savings and loan associations to operate any place in the State 
of original license. . . is also contributing to the rise in rural homebuilding. 


Also expected to cooperate are private mortgage insurers and trade associations whose 
activities relate to housing. 


* 
FHLMC Reports 


The Federal Home Loan Mortgage Corporation bought some $1.3 billion worth of 
residential mortgages as part of its effort to keep up with the supply of mortgage money last 
year. .. according to FHLMC’s 1973 annual report just issued. 


The credit shortage of the second half of the year provided FHLMC with a major 
test, as not since FHLMC’s beginning in 1970 had the mortgage market faced such a scarcity 
of funds. While acknowledging the inability of any single institution to do much to counter a 
national market trend, FHLMC President William J. Popejoy expressed satisfaction with the 
efforts of FHLMC and the rest of the secondary mortgage market to ease the effects of the 
shortage... as well as the hope that the 1973 experience would lead to creation of “new 
mortgage market tools that will help provide the mortgage market with the capability to 
compete more equally for money in the future.” 


. 


The report... which also presents a photographic essay on housing in America is “‘a 
tribute and a challenge to the housing industry”’. . . further discloses the following end-of-year 
statistics for FHLMC: 

mortgage purchase commitments issued in 1973: $1.630 billion. 
mortgage portfolio at year-end: $2.6 billion. 

conventional mortgage purchases in 1973: $998 million. 
average cost of debt at year-end: 6.94 percent. 

average maturity of debt at year-end: 8.6 years. 

average portfolio yield at year-end: 7.65 percent. 

equity and retained earnings at year-end: $121,315,000. 
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Lumber and Plywood Prices Rise 


The Wall Street Journal reports lumber and plywood prices rose faster than expected 
in early 1974 and...despite some downward adjustments in recent weeks. . . prices still 
remain at relatively high levels. 


While they were below year-earlier records. . . prices of some key products rose 25-35 
percent in the first 3 months from their levels at the beginning of the year, industry sources 
say. Even after some recent declines...they remain well above early January levels. For 
example... random-length dried hemlock or white fir 2x4’s, standard or better, sold for $154 
per thousand board feet in early May. This was up from $135 on January 4. Half-inch 
exterior plywood sheathing, another key building product, sold at West Coast mills earlier 
this month at $137 per thousand square feet... up from $115 January 4. 


Lumbermen don’t know quite what to make of the first quarter’s steady rise. A 
puzzled William Dean, editor of Random Lengths an industry pricing publication, frankly 
concedes: “I can’t tell whether prices are going up, coming down, or moving sideways. I’ve 
never been so completely out of touch with what’s going on.” Some of the best and most 
experienced traders in the business have been ‘“‘a bit off balance” with the recent upward 
price trend, Mr. Dean says. 


Prices climbed most sharply during February. .. when there was an unexpectedly high 
number of housing starts. A shortage of railroad boxcars and what some industry observers 
call “unorthodox factors’ also have helped to boost prices. 


* 


Publication Available 


The Pocket Data Book USA 1973...quick-reference book on American life, has been 
published by the Census Bureau. The handbook of facts and figures is a handy, non-technical 
version of the Statistical Abstract of the United States, summarizing statistics on the social, 
political and economic organization of the Nation. It contains approximately 350 pages, 
more than 500 tables, and dozens of charts. 


Sections are devoted to population, vital statistics, immigration, area and climate, 
government, elections, national defense and veterans, law enforcement, labor, health, 
education, science, welfare, income prices, parks and recreation, agriculture, forests and 
fisheries, business enterprise, manufacturers, mining, construction and housing, transportation, 
communications, power, finance and insurance, distribution and services, and foreign 
commerce. Available for $2.80 from the Superintendent of Documents, Washington, D.C. 
20402. 
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